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Desi gnation of Enpowernent Zones and Enterprise Communities; Interim
Rul es and Noti ces
DEPARTMENT OF AGRI CULTURE

O fice of the Secretary
7 CFR Part 25

RI'N 0503- AAO9

Desi gnati on of Rural Enpowernent Zones and Enterprise Comrunities
AGENCY: O fice of the Secretary, USDA

ACTION: Interimrule with request for coments.

SUVMARY: This interimregulation inplenents that portion of subchapter
C, part | (Enpowernent Zones, Enterprise Comrunities and Rural
Devel opnent | nvestnent Areas) of title XIlIl of the QOmi bus Budget
Reconciliation Act of 1993 (Pub. L. 103-66, approved August 10, 1993)
dealing with the designation of rural Enpowernent Zones and Enterprise
Comuni ties. Published el sewhere in this Federal Register is a
conpani on regul ation by the Departnent of Housing and Urban
Devel opnent
whi ch i nplenents their portion of title XIlIl of the Omibus Budget
Reconciliation Act of 1993. This rule authorizes the Secretary of
Agriculture (USDA) to designate not nore than three rural Enpowernent
Zones and not nore than thirty rural Enterprise Conmunities based upon
the effectiveness of the strategic plan submtted by an applicant and
nom nated by a State or States and | ocal governnents.

The purpose of this programis to enpower rural communities and
their residents to create jobs and opportunities to build for tonorrow
as part of a Federal -State-local and private-sector partnership.
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Busi nesses wil|l be encouraged to invest and create jobs in distressed
areas, and conprehensive |l ocal strategic plans are to be adopted and
I npl enent ed, encouragi ng entrepreneurship, furthering |ocal self-
devel opnent and assisting in the revitalization of these areas.

DATES. Interimrule effective January 18, 1994. Witten comments nust
be submtted on or before February 17, 1994.

ADDRESSES: Comments on Rule: Interested persons are invited to submt
coments regarding this interimrule to the Ofice of the Chief,
Regul ati on Anal ysis and Control Branch, Farnmers Hone Adm ni stration,
Departnent of Agriculture, room6348-S, 14th Street and | ndependence
Avenue, SW, Washington, DC 20250. Communi cati ons should refer to the
above CFR part and title. A copy of each communication submtted wll
be available for public inspection and copying during regul ar busi ness
hours at the above address.

FOR FURTHER | NFORMATI ON CONTACT:

Beverly C. Gllot, Strategy Devel opnent Staff, Rural Devel opnent

Adm ni stration, Departnent of Agriculture, room 5405, 14th and

| ndependence Ave, SW, Washi ngton, DC 20250-3200, tel ephone 202-690-
1045. (This is not a toll-free nunber), or by sending an Internet Mai
nmessage to: info@zec.usda.gov to obtain information.

SUPPLEMENTARY | NFORNMATI ON:
Paper wor k Reducti on Act

The information collection requirenents contained in this rule
Wil |
be submtted to the Ofice of Managenent and Budget (OVB) for review
under the Paperwork Reduction Act of 1980 (44 U S.C. 3501-3520).
Because these requirenents are identical to those being required by
t he
Depart nment of Housi ng and Urban Devel opnent in their conpanion rule
bei ng published el sewhere in this Federal Register, clearance was
sought through HUD for both agencies. The application was approved for
use under OVB Nunmber 2506-0148.

| . Background

The Enpower nent Zones program confers upon rural distressed
American communities the opportunity to take effective action to
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Create
] obs and opportunities. The program conbi nes tax benefits wth
substantial investnent of Federal resources and enhanced coordi nation
anong Federal agencies.

Al comunities which conplete the nom nation process will be
strengthened by it; gaining by taking stock of their assets and
probl ens, by creating a vision of a better future, and by structuring
a
pl an for achieving their vision. Local partnerships anong community
residents, businesses, financial institutions, service providers,

nei ghbor hood associ ations and State and | ocal governnents will be
formed or strengthened by going through the application process.
Communities will be afforded an opportunity to work with these
partners

in the creation and i nplenentation of a comrunity-based strategic plan.
Comunities that are not designated as Enpower nent Zones or
Enterprise Communities are eligible for certain benefits. Under a
separate programdirected by the Departnent of Housing and Urban
Devel opnent, Community Devel opnment Corporations (CDCs) nom nated by
t he
|l ocality, or the applicant for the Enpowernent Zone or Enterprise
Comunity, wll be considered eligible for designation to receive tax
preferred contributions fromdonors. HUD has commtted to designating
eight rural CDCs for this program Comunities with innovative visions
for change will be considered for requested waivers of Federal program
regul ati ons, flexible use of existing program funds, and cooperation
in
nmeeti ng essential nmandates, even if they do not receive a designation
by the Secretary as an Enpowernent Zone or Enterprise Conmunity.
Comunities that are designated as Enterprise Communities receive
a
nunber of benefits. Enterprise Communities are eligible for new Tax-
Exenpt Facilities Bonds for certain private business activities.
St ates
wi th designated Communities wll receive Enpowernent Zone/ Enterprise
Comunity Social Service Block Gants (EZ/ EC SSBG in the anount of
approximately $3 mllion for each rural Enterprise Conmunity to pass
through to each designated area for approved activities identified in
the strategic plans. Enterprise Communities receive speci al
consideration in conpetition for funding under nunerous Feder al
prograns, including the new National Service and Community Policing
initiatives. The Federal Governnment w |l focus special attention on
wor ki ng cooperatively with designated Enterprise Coommunities to
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overcone regul atory inpedinents, to permt flexible use of existing
Federal funds, and to assist these Communities in neeting essential
mandat es.

Comunities that are designated as Enpower nent Zones receive al

of
the benefits provided to Enterprise Communities, in addition to other
benefits. States with designated Enpowernent Zones wll receive

Enmpower nent Zone/ Enterprise Comunity Social Service Block Gants in
t he anmount of $40 mllion for each rural Enmpowernent Zone. Enpl oyer
Wage Credits for Enpowernent Zone residents are provided to qualified
enpl oyers engaged in trade, business, or human service delivery in
desi gnat ed Enpower nent Zones. Busi nesses are afforded an increased
deducti on under section 179 of the Internal Revenue Code for qualified
I nvest nment s.

The rural part of the programw | be adm nistered by USDA as a
Federal - State-| ocal -private partnership, with a mninmumof red tape
associated with the application process. Applicants nust denonstrate
the ability to design and i nplenent an effective strategic plan for
real opportunities for growh and revitalization, that deal with | ocal
probl ens is a conprehensive way, and nust denonstrate the capacity or
the coonmtnent to carry out these plans. Devel opnent of an effective
pl an nust al so involve the participation of the community affected by
the nomnation of the rural area, and of the private sector, acting in
concert wwth the State or States and | ocal governnents. The plan
shoul d
be devel oped in accordance with four key principles, which will also
serve as the basis for the selection criteria that will be used to
eval uate the plan. These key principles reflect the Secretary's
I ntention that Enpowernent Zone and Enterprise Community designations
shoul d be based on potential for successful econom c and comunity
revitalization as reflected in the strategic planning process,
participants in the plan, and the quality of the plan. Poverty,
unenpl oynent, and ot her need factors are critical in determ ning
eligibility for Enpowernent Zone or Enterprise Community status, but
play a less significant role in the selection process. The four key
principles are:

(1) Econom c opportunity, including job creation within the
comunity and throughout the region, entrepreneurial initiatives,
smal
busi ness expansion, and training for jobs that offer upward nobility;

(2) Sustainable community devel opnent, to advance the creation of
i veabl e and vi brant communities through conprehensive approaches that
coordi nate econom c, physical, environnental, community and human
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devel opnent ;

(3) Community-based partnerships, involving participation of al
segnments of the community, including the political and governnent al
| eader shi p, community groups, health and social service groups,
envi ronnment al groups, religious organi zations, the private and non-
profit sectors, centers of |earning, other comunity institutions, and
I ndi vidual citizens; and

(4) Strategic vision for change, which identifies what the
comunity will becone and a strategic map for revitalization. The
vi sion should build on assests and coordinate a response to comunity
needs in a conprehensive fashion. It should al so set goals and
performance benchmarks for nmeasuring progress and establish a
f ramewor k
for evaluating and adjusting the revitalization plan.

State and | ocal governnents and econom ¢ devel opnent corporations
that are state chartered may nom nate distressed rural areas for
desi gnati on as Enpower nent Zones (which wll also permt their
consi deration for designation as Enterprise Communities), or solely
for
desi gnation as Enterprise Comunities.

Title XI1l of the Omibus Reconciliation Act of 1993 incl uded
Enmpower nent Zones and Enterprise Communities as a new program

1. Program Description
Gener al

Pursuant to title X1l of the Omibus Reconciliation Act of 1993,
the Secretary of USDA may designate up to three rural Enpowernent
Zones
and up to thirty rural Enterprise Comunities.

Eligibility

To be eligible for designation as rural Enmpowernent Zone or
Enterprise Community an area nust:

(1) Have a maxi mum popul ati on of 30, 000;

(2) Be one of pervasive poverty, unenploynent, and general
di stress;

(3) Not exceed one thousand square mles in total |and area:

(4) Denonstrate a poverty rate that is not |ess than:

(a) 20 percent in each census tract or census bl ock nunbering area
( BNA) ;
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(b) 25 percent in 90 percent of the popul ation census tracts and
BNAs within the nom nated area;

(c) 35 percent for at |east 50 percent of the popul ati on census
tracts and BNAs wthin the nom nated area,;

(5 Be located entirely within no nore than three conti guous
States; if it is located in nore than one State, the area nust have
one
conti nuous boundary; if located in only one State, the area may
consi st
of no nore than three nonconti guous parcels;

(6) If the nom nated area consi sts of nonconti guous parcels, each
must i ndependently neet the three poverty requirenents;

(7) Be located entirely within the jurisdiction of the unit or
units of general |ocal governnent nmaking the nom nation;

(8) Not include any portion of a census-defined central business
di strict unless the poverty rate for each popul ation census tract is
at
| east 35 percent for an Enpower nment Zone and 30 percent for an
Enterprise Conmunity; and

(9) Not include any portion of an Indian reservation.

Nom nati on Process

The |l aw requires that areas be nom nated by one or nore | ocal
governnments and the State(s) in which a nomnated rural area is
| ocat ed. Nom nations can be considered for designation only if:

(1) The area neets the eligibility requirenents set forth in these
rul es;

(2) The area is within the jurisdiction of the nomnating | ocal
governnent (s) and the State(s);

(3) The | ocal governnent(s) and State(s) provide assurances t hat

the required strategic plan submtted by the applicant will be
I npl enent ed;

(4) Al information furnished by the nom nating | ocal gover nnent
(s)

and State(s) is determ ned by the Secretary of USDA to be reasonably
accur at e;

(5) The | ocal governnent(s) and State(s) certify that no portion
of
a nomnated rural area is already in an Enpowernent Zone or Enterprise
Community or in an area otherw se nom nated for designation; and

(6) The | ocal governnent(s) and State(s) certify that they possess
the legal authority to nmake the nom nati on.
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The nom nati on nust be acconpani ed by an application for
designation including a strategic plan, which:

(1) Indicates and briefly describes the specific groups,
organi zations and individuals participating in the devel opnent of the
pl an, and descri bes the history of these groups in the comrunity;

(2) Explains how participants were sel ected and provi des evi dence
that the participants, taken as a whole, are broadly representative of
the racial, cultural and economc diversity of the comunity;

(3) Describes the role of the participants in the creation and
devel opnent of the plan and indicates how they will participate inits
I npl enent ati on;

(4) ldentifies two or three topics addressed in the plan that
caused the nost serious disagreenents anong partici pants and descri bes
how t hose di sagreenents were resol ved;

(5) Explains how the conmunity participated in choosing the area
to
be nom nated and why the area was nom nat ed,

(6) Provides evidence that key partici pants have the capacity or
how they will devel op the capacity to inplenent the plan;

(7) Provides a brief explanation of the comunity's vision for
revitalizing the area;

(8) Explains how the vision creates econonm c opportunity,
encour ages sel f-sufficiency and pronotes sustai nable comunity
devel opnent ;

(9) ldentifies key needs of the area and the barriers that
restrict
the community from achi eving such goals, including a description of
poverty and general distress, barriers to econom c opportunity and
devel opnent and barriers to human devel opnent;

(10) Discusses how the vision is related to the assets and
capacities of the area and its surroundi ngs; and

(11) Describes the ways in which the community's approaches to
econom ¢ devel opnent, social/human services, transportation, housing,
sust ai nabl e comunity devel opnent, public safety, drug abuse

prevention, and educational and environnmental concerns wll be
addressed in a coordi nated fashi on.
The strategic plan nmust identify how governnment resources wll be

used to support the plan. Specifically, the plan nust indicate:

(1) How Soci al Service Block Gant funds for designated Zones and
Comunities, tax benefits for designated Zones and Communities, State
and | ocal resources, existing Federal resources available to the
| ocality and additional Federal resources believed necessary to
I npl enent the strategic plan will be utilized within the Enpowernent
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Zone or Enterprise Community;

(2) The |l evel of commtnent necessary to ensure that these
resources wll be available to the area upon designation; and

(3) The Federal resources being applied for or for which
applications are planned.

The plan nust identify private resources commtted to its
I npl enent ati on, including:

(1) Private resources and support, including assistance from
busi ness, non-profit organi zati ons and foundations, that are avail able
to be | everaged with public resources; and

(2) Assurances that these resources wll be nmade available to the
area upon desi gnati on.

The plan nust address changes needed in Federal rules and
regul ati ons necessary to inplenent the plan, including:

(1) Specific paperwork or other Federal programrequirenents that
need to be altered to permt effective inplenentation of the strategic
pl an; and

(2) Specific regulatory and other inpedinents to inplenenting the
strategic plan for which waivers are requested, wth appropriate
citations and an indication whether waivers can be acconplished
adm nistratively or require statutory changes.

The plan nust denonstrate how State and | ocal governnents wl|
reinvent thenselves to help inplenent the plan, by:

(1) Identifying the changes that will be nade in State and | ocal
organi zati ons, processes and procedures, including |aws and
or di nances,
to facilitate inplenentation of the plan; and

(2) Explaining how different agencies in State and | ocal
governnments wll work together in new responsive ways to inplenent the
strategi c plan.

The plan nust provide details as to the manner in which the plan
w il be inplenented and i ndicate what benchmarks wll be used to
measur e progress, by:

(1) Identifying the specific tasks necessary to inplenent the plan;

(2) Describing the partnerships that will be established to carry
out the plan;

(3) Explaining how the strategic plan will be regularly revised to
refl ect new informati on and opportunities; and
(4) ldentifying the baselines, benchmarks and goals that will be

used in evaluating performance in inplenenting the plan.

[11. Justification for InterimRule
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It is the policy of this Departnent that rules relating to public
property, loans, grants, benefits, or contracts shall be published for
comrent notw t hstanding the exenption of 5 U S.C. 553 with respect to
such rul es. However, exenptions are permtted where an agency finds,
for good cause, that conpliance would be inpracticable, unnecessary,
or
contrary to public interest. The Departnent finds that good cause
exists to publish this rule for effect without first soliciting public
comment, in that prior public conment would be contrary to the public
Interest. The statute requires that communities prepare a
conpr ehensi ve
strategic plan to submt their applications. For many communiti es,
such
pl anning can take up to 5 nonths. Several additional nonths will be
required to evaluate the applications and make desi gnations. Section
1391(c) of the legislation requires that designations be nade only
after 1993 and before 1996. G ven the statutory nmandate to naeke al
designations within a two-year tine period, the extra tine required to
publish a proposed rule for a 60-day comment period before devel opnent
of a final rule for effect would be contrary to congressional intent
and the purpose of the legislation. The |onger tine period would
undul y
post pone an econom ¢ recovery for those comrunities and their
resi dents
for which this programis intended. Further, the Departnent finds that
good cause exists in that prior public conmment is unnecessary because
the legislation being inplenmented by this rule is very prescriptive,
wth little roomfor discretion on the part of the Secretary.

The Departnent is interested, however, in the public reaction to
the rule, and invites the public to comment. The Departnent is
limting
the comment period to 30 days to permt adequate tinme for review of
public coments and devel opnent of a final rule.

| V. Notice

USDA i s sinultaneously publishing in this issue of the Federal
Regi ster a Notice Inviting Applications that contains nore specific
gui dance on subm ssion deadlines and the process of subm ssion of
appl i cati ons.

V. Oher Matters
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Nat i onal Environnmental Policy Act

Thi s docunent has been reviewed in accordance with 7 CFR part
1940,
subpart G "~ Environnental Program'' It is the determi nation of USDA
that this action does not constitute a nmajor Federal action
significantly affecting the quality of the human environnment and in
accordance with the National Environnental Policy Act of 1969, Public
Law 91-190, an Environnental |npact Statenent is not required.

Executive Order 12866, Regul atory Pl anni ng and Revi ew

This rule was reviewed and approved by the O fice of Managenent
and
Review as a significant rule, as that termis defined in Executive
Order 12866, which was signed by the President on Septenber 30, 1993.
The econom c anal ysis required by Executive Order 12866 will be
retained in the public file wwth the Departnent's Rul e Docket C erk.

Regul atory Flexibility Act

The Secretary, in accordance with The Regul atory Flexibility Act

(5
U S.C 605(b)), has reviewed this rule before publication and by
approving it certifies that the rule will not have a significant

econom c i npact on a substantial nunber of small entities. The Act is
I ntended to encourage Federal agencies to utilize innovative

adm ni strative procedures in dealing with individuals, snal

busi nesses, small organizations, and snmall governnental bodies that
woul d ot herwi se be unnecessarily adversely affected by Federal

regul ations. To the extent that this rule affects those entities, its
purpose is to reduce any di sproportionate burden by providing for the
wai ver of regulations and by affording other incentives directed

t owar d

a positive economc inpact. Therefore, no regulatory flexibility

anal ysi s under the Act is necessary.

Executive Order 12611, Federalism
The CGeneral Counsel, as the Designated O ficial under section 6(a)
of Executive Order 12611, Federalism has determ ned that the policies

contained in this rule wll not have substantial direct effects on
States or their political subdivisions, or the relationship between
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t he

Federal governnent and the States, or on the distribution of power and
responsibilities anong the various | evels of governnent. The purpose
of

this rule is to provide a cooperative atnosphere between the Feder al
governnment and the States and | ocal governnents, and to reduce any
regul atory burden inposed by the Federal governnent that inpedes the
ability of State and | ocal governnents to solve pressing econom c,

soci al, and physical problens in their comunities.

Li st of Subjects in 7 CFR Part 25

Communi ty devel opnent, Enpower nent zones, Enterprise comunities,
Econom ¢ devel opnent, Housing, Indians, |Intergovernnental relations,
Reporting and recordkeepi ng requirenents.

I n accordance with the reasons set out in the preanble, title 7,
subtitle A part 25 of the Code of Federal Regulations is added as
fol |l ows:

1. Title 7, subtitle Ais anended by addi ng a new part 25
consisting only of subparts A through F at this tine.

PART 25-- RURAL EMPONERMENT ZONES AND ENTERPRI SE COVMUNI Tl ES
Sec.

Subpart A--CGeneral Provisions

25.1 Applicability and scope.

25.2 (Objective and purpose.

25.3 Definitions.

25.4 Secretarial review and designati on.

25.5 Wi vers.

Subpart B--Area Requirenents

25.100 Eligibility requirenents and data usage.

25.101 Data utilized for eligibility determ nations.
25.102 Tests of pervasive poverty, unenpl oynent and general
di stress.

25.103 Poverty rate.

Subpart C--Nom nation Procedure
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25.200 Nom nations by State and | ocal governnents.
25.201 Evaluating the strategic plan.
25.202 Subm ssion of nom nations for designation.

Subpart D -Designation Process

25.300 USDA action and review of applications.

25.301 Selection factors for designation of nom nated rural areas.
25.302 Nunber of Rural Enpowernent Zones and Enterprise
Communi ti es.

Subpart E--Post-Designation Requirenents

25. 400 Reporting.

25.401 Periodic performance revi ews.
25.402 Validation of designation.
25.403 Revocation of designation.

Subpart F--Special Rules

25.500 |Indian reservations.

25.501 Governnents.

25.502 Nom nations by econom c devel opnent corporations.
25.503 Use of census data.

25.504 Rural areas.

Authority: 5 U.S.C. 301; 7 U.S.C. 1989 (a) |: 42 U S.C. 1480.

Subpart A--Ceneral Provisions

Sec. 25.1 Applicability and scope.

(a) Applicability. This part establishes policies and procedures
applicable to rural Enmpowernent Zones and Enterprise Communities,
aut hori zed under the Omi bus Budget Reconciliation Act of 1993, title
XII'l, subchapter C, part | (Pub. L. 103-66, approved August 10, 1993),
whi ch anended the Internal Revenue Code by addi ng a new subchapter U,
relating to the designation and treatnent of Enpowernent Zones and
Enterprise Conmunities.

(b) Scope. This part contains provisions relating to area
requi renents, the nom nation process for rural Enpowernent Zones and

http://frwebgate3.access.gpo.gov/cgi-bin/waisgate.cgi WA Sdocl D=1957797928+0+0+0& WA Saction=retrieve (13 of 35)3/30/2005 4:51:31 AM



WAIS Document Retrieval

rural Enterprise Communities, and the designation of these Zones and
Comuni ties by USDA. Provisions dealing wth the nom nati ons and

desi gnati on of urban Enpowerment Zones and Enterprise Conmunities are
promul gated by the United States Departnent of Housing and Urban

Devel opnent (HUD). USDA and HUD will consult in all cases in which

nom nat ed areas possess both rural and urban characteristics, and w ||
utilize a flexible approach in determ ning the appropriate designation.

Sec. 25.2 (bjective and purpose.

The purpose of this part is to provide for the establishnent of
Enpower nent Zones and Enterprise Communities in rural areas, to
stinmulate the creation of new jobs, particularly for the di sadvantaged
and | ong-term unenpl oyed, and to pronote revitalization of
econom cal |y
di stressed areas, primarily by providing or encouraging:

(a) Coordination of econom c, human, community, and physical
devel opnent plans and related activities at the | ocal |evel;

(b) Local partnerships fully involving affected comunities and
| ocal institutions and organi zations in devel oping and inplenenting a
strategic plan for any nom nated rural Enpowernent Zone or Enterprise
Communi ty;

(c) Tax incentives and credits; and

(d) Enpowernent Zone/ Enterprise Comunity Social Service Bl ock
Grant (EZ/ EC SSBG funds.

Sec. 25.3 Definitions.

As used in this part--Applicant neans the lead entity that has
prepared and will inplenment the comunity's strategic plan, pursuant
to
the provisions of Sec. 25.200(c) of this part, for conprehensive
econom ¢, human, community, and physical devel opnent within the area;
such an entity may include, but is not limted to, state governnents,
| ocal governnents, regional planning agencies, non-profit
organi zations, comunity-based organizations, or a partnership of
comunity nmenbers and other entities.

Desi gnation neans the process by which the Secretary designates
rural areas as Enpowernent Zones or Enterprise Communities eligible
for
tax incentives and credits established by subchapter U of the Internal
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Revenue Code (26 U.S.C. 1391 et seq.), EZ/ EC Social Service Block
Grants as established by the Departnent of Health and Human Servi ces,
and for special consideration for prograns of Federal assistance.

Enpower nent Zone neans a rural area so designated by the Secretary
pursuant to this part. Up to three such Zones may be desi gnat ed.

Enterprise Community neans a rural area so designated by the
Secretary pursuant to this part. Up to 30 such Conmunities may be
desi gnat ed.

| ndi an reservation nmeans a reservation as defined in section 3(d)
of the Indian Financing Act of 1974 (25 U S.C. 1452(d)) or section
4(10) of the Indian Child Welfare Act of 1978 (25 U. S. C. 1903(10)).

Local governnent neans any county, city, town, township, parish,
village, or other general purpose political subdivision of a State,
and
any conbi nation of these political subdivisions which is recognized by
the Secretary.

Nom nated area neans an area which is nom nated by one or nore
| ocal governnents and the State or States in which it is located for
desi gnation pursuant to this part.

Popul ati on census tract neans a census tract, or, if census tracts
are not defined for the area, a block nunbering area.

Poverty neans the nunber of persons |isted as being in poverty in
the 1990 Census.

Revocati on of designation neans the process by which the Secretary
may revoke the designation of an area as an Enpowernent Zone or
Enterprise Community pursuant to Sec. 25.403 of this part.

Rural area neans any area defined pursuant to Sec. 25.504 of this
part.

Secretary nmeans the Secretary of Agriculture.

State neans any State in the United States.

Strategic plan neans a strategy devel oped by the applicant, with
the participation and conmtnent of |ocal governnents, State
governnent (s), private sector, community nenbers and others, pursuant
to the provisions of Sec. 25.200(c) of this part. The plan nust
I ncl ude
witten commtnents fromthe | ocal governnents and State(s) that they
wi || adhere to the strategy.

USDA neans the U S. Departnent of Agriculture.

Sec. 25.4 Secretarial review and designation.

(a) Designation. The Secretary will review applications for the
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desi gnation of nomnated rural areas to determ ne the effectiveness of
the strategic plans submtted by applicants in accordance with

Sec. 25.200 of this part. The Secretary wll designate up to three
rural Enpowernment Zones and up to 30 rural Enterprise Communities.

(b) Period of designation. The designation of a rural area as an
Enmpower nent Zone or Enterprise Comunity shall remain in full effect
during the period beginning on the date of designation and endi ng on
the earliest of:

(1) The close of the tenth cal endar year begi nning on or after the
date of designation;

(2) The term nation date designated by the State and | ocal
governnents in their application for nom nation; or

(3) The date the Secretary revokes or nodifies the designation, in
accordance wth Sec. 25.402 or Sec. 25.403 of this part.

Sec. 25.5 \Waivers.

The Secretary may wai ve any provision of this part in any
particul ar case subject only to statutory limtations, for good cause,
where it is determned that application of the requirenent woul d
produce a result adverse to the purpose and objectives of this part.

Subpart B--Area Requirenents

Sec. 25.100 Eligibility requirenments and data usage.

Eligibility criteria. A nomnated rural area may be eligible for
desi gnation pursuant to this part only if the area:

(a) Has a maxi mum popul ati on of 30, 000;

(b) I's one of pervasive poverty, unenploynent, and general
di stress, as described in Sec. 25.102 of this part;

(c) Does not exceed one thousand square mles in total |and area;

(d) Be located entirely within no nore than three conti guous
States; if it is located in nore than one State, the area nmust have
one
conti nuous boundary; if located in only one State, the area may
consi st
of up to three noncontiguous parcels;

(e) Is located entirely within the jurisdiction of the unit or
units of general |ocal governnent nmaking the nom nation;

(f) Does not include any portion of a central business district,
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as
this termis used in the nost recent Census of Retail Trade, unless
t he
I ndi vi dual poverty rate for each popul ation census tract in the
district is not |less than 35 percent for an Enpowernent Zone and 30
percent for an Enterprise Community; and

(g) Does not include any area within an I ndian reservation.

Sec. 25.101 Data utilized for eligibility determ nations.

(a) Source of data. The data to be enployed in determ ning
eligibility pursuant to the criteria described in Sec. 25.102 of this
part shall be based on the 1990 Census, and frominformati on published
by the Bureau of the Census and the Bureau of Labor Statistics. The
data shall be conparable in point or period of tinme and nethodol ogy
enpl oyed.

(b) Use of statistics on boundaries. The boundary of a rural area
nom nated for designation as an Enpowernent Zone or Enterprise
Community nust coincide with the boundaries of census tracts, or,
wher e
tracts are not defined, with block nunbering areas.

Sec. 25.102 Tests of pervasive poverty, unenploynent and general
di stress.

(a) Pervasive poverty. Conditions of poverty nust be reasonably
di stributed throughout the entire nom nated area. The degree of
poverty
shall be denonstrated by citing avail able statistics on | owincone
popul ati on and | evel s of public assistance. Poverty is denonstrated by
poverty data fromthe 1990 census.

(b) Unenpl oynent. The degree of unenpl oynent shall be denonstrated
by the provision of information on the nunber of persons unenpl oyed,
under enpl oyed (those wth only a seasonal or part-tine job) or
di scouraged workers (those capabl e of working but who have dropped out
of the | abor market--hence are not counted as unenpl oyed), increase in
unenpl oynent rate, job loss, plant or mlitary base cl osing, or other
rel evant unenpl oynent indicators having a direct effect on the
nom nat ed ar ea.

(c) General distress. General distress shall be evidenced by
descri bi ng adverse conditions within the nom nated area other than
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t hose of pervasive poverty and unenpl oynent. Bel ow average or decline
I n per capita incone, earnings per worker, per capita property tax
base, average years of school conpleted; outm gration and popul ati on
decline from 1980-1990; and a high or rising incidence of crine,
narcoti cs use, abandoned housing, deteriorated infrastructure, school
dropouts and illiteracy are exanples of appropriate indicators of
general distress. The data and nethods used to produce such indicators
that are used to describe general distress nust all be stated.

Sec. 25.103 Poverty rate.

(a) General. Eligibility of an area on the basis of poverty shal
be established in accordance with the followng criteri a:

(1) In each census tract wwthin a nomnated area, the poverty rate
shall be not |ess than 20 percent; and

(2) For at |east 90 percent of the population census tracts within
the nom nated area, the poverty rate shall not be |ess than 25
per cent;
and

(3) For at |east 50 percent of the population census tracts within
the nom nated area, the poverty rate shall be not |ess than 35 percent.

(b) Special rules relating to the determ nation of poverty rate.

(1) Census tracts with no popul ation. Census tracts with no
popul ati on shall be treated as having a poverty rate that neets the
standard of paragraphs (a)(1) and ((a))(2) of this section, but shal
be treated as having a zero poverty rate for purposes of applying
paragraph (a)(3) of this section.

(2) Census tracts with popul ations of |ess than 2,000. A
popul ati on
census tract with a popul ation of |ess than 2,000 shall be treated as
having a poverty rate that neets the requi renents of paragraphs (a)(1)
and (a)(2) of this section if nore than 75 percent of the tract is
zoned for commercial or industrial use.

(3) Adjustnent of poverty rates for Enterprise Communities. For
Enterprise Communities only, the Secretary has the discretion to
reduce
by 5 percentage points one of the follow ng thresholds for not nore
than 10 percent of the census tracts, or, if fewer, five popul ation
census tracts in the nom nated area:

(i) The 20 percent threshold in paragraph (a)(1) of this section;

(ii) The 25 percent threshold in paragraph (a)(2) of this section;
and
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(ii1) The 35 percent threshold in paragraph (a)(3) of this section;

Provided that, the Secretary may in the alternative reduce the 35
percent threshold by 10 percentage points for three popul ati on census
tracts.

(4) Rounding up of percentages. In nmaking the cal cul ations
required
by this section, the Secretary shall round all fractional percentages
of one-half percentage point or nore up to the next highest whol e
percentage point figure.

(c) Noncontiguous areas. There can be no nore than 3 nonconti guous
areas if the nomnated area is |located within one state; nonconti guous
areas are not allowed in the nultistate areas. Each such parcel nust
separately neet the poverty criteria set forth in this section.

(d) Area not within census tracts. In the case of an area that
does
not have popul ati on census tracts, the bl ock nunbering area shall be
used for purposes of determ ning poverty rates.

Subpart C--Nom nation Procedure

Sec. 25.200 Nom nations by State and | ocal governnents.

(a) Nom nation criteria. One or nore | ocal governnents and the
State or States in which an area is | ocated nust nom nate such area
for
desi gnati on as an Enpowernent Zone or Enterprise Community; if:

(1) The rural area neets the requirenents for eligibility
descri bed
In Sec. 25.100 and Sec. 25.103 of this part;

(2) The rural area is entirely within the jurisdiction of the
nom nating State or States and | ocal governnment(s); such governnents
must have the authority to nom nate the area for designation and
provide witten assurances satisfactory to the Secretary that the

strategic plan described in paragraph (c) of this section wll be
I npl enent ed;
(3) All information furnished by the nomnating State(s) and | ocal

governnment (s) is determ ned by the Secretary to be reasonably
accur at e;
and

(4) The State(s) and | ocal governnent(s) certify that no portion
of
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the area nomnated is already included in an Enpowernent Zone or
Enterprise Community under this Act or in an area otherw se nom nat ed
to be designated under this section.

(b) Nom nation for designation. No rural area may be consi dered
for
desi gnation pursuant to subpart D of this part unless the application
for designation:

(1) Denonstrates that the nomnated rural areas satisfies the
eligibility criteria set forth at Sec. 25.100 of this part;

(2) Includes a strategic plan, as described in paragraph (c) of
this section; and

(3) Includes such other information as may be required by USDA in
a
Notice Inviting Applications, to be published in the Federal Register.

(c) Strategic plan. Each application for designation nust be
acconpani ed by a strategic plan, which nust be devel oped in accordance
with four key principles that will be utilized to evaluate the plan.
These key principles are:

(1) Econom c opportunity, including job creation within the
comunity and throughout the region, entrepreneurial initiatives,
smal
busi ness expansion, and training for jobs that offer upward nobility;

(2) Sustainable community devel opnent, to advance the creation of
i veabl e and vi brant communities through conprehensive approaches that
coordi nate econom c, physical, environnental, community and human
devel opnent ;

(3) Community-based partnerships, involving the participation of
all segnents of the comunity, including the political and
gover nnent al
| eader shi p, community groups, health and social service groups,
envi ronnment al groups, religious organi zations, the private and non-
profit sectors, centers of |earning, and other community institutions
and individual citizens; and

(4) Strategic vision for change, which identifies what the
comunity will becone and a strategic map for revitalization. The
vi sion should build on assets and coordinate a response to community
needs in a conprehensive fashion. It should al so set goals and
performance benchmarks for neasuring progress and establish a
f ramewor k
for evaluating and adjusting the revitalization plan.

(d) Elenments of strategic plan. The strategic plan shoul d:

(1) Indicate and briefly describe the specific groups,
organi zations, and individuals participating in its production, and
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descri be the history of these groups in the community;

(2) Explain how participants were sel ected and provi de evi dence
that the participants, taken as a whole, are broadly representative of
the entire comunity;

(3) Describe the role of the participants in the creation and
devel opnent of the plan and indicate howthey will participate inits
I npl enent ati on;

(4) ldentify two or three topics addressed in the plan that caused
t he nost serious disagreenents anong partici pants and descri be how
t hose di sagreenents were resol ved,

(5) Explain how the community participated in choosing the area to
be nom nated and why the area was nom nat ed,

(6) Provide evidence that key participants have the capacity to
I npl enment the plan;

(7) Provide a brief explanation of the community's vision for
revitalizing the area;

(8) Explain how the vision creates econonm c opportunity, encourage
sel f-sufficiency and pronotes comunity devel opnent;

(9) ldentify key conmmunity goals and the barriers that restrict
t he
comunity fromachieving these goals, including a description of
poverty and general distress, barriers to econom c opportunity and
devel opnent, and barriers to human devel opnent;

(10) Discuss how the vision is related to the assets and needs of
the area as well as to the surroundi ng conmunity;

(11) Describe the ways in which the community's approaches to
econom ¢ devel opnent, social/human services, transportation, housing,
comuni ty devel opnent, public safety, drug abuse prevention and
educati onal and environnental concerns wll be addressed in a
coordi nated fashi on; and explain how these |inkages support the
community's vision;

(12) Indicate how EZ/ EC SSBG funds for the designated Enpowernent
Zone or Enterprise Community will be utilized.

(1) I'n doing so, the Strategic Plan shall provide the follow ng
I nformati on:

(A Acommtnent by the applicant, as well as by the State
governnent (s), that the EZ/ EC SSBG funds will be used to suppl enent,
not replace, other Federal or non-Federal funds for services or
activities eligible under the SSBG program

(B) A description of the entities that will adm nister the EZ/ EC
SSBG f unds;

(C Acertification by such entities that they wll provide
periodic reports on the use of the EZ/ EC SSBG funds; and
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(D) A detailed description of the activities to be financed with
t he EZ/ EC SSBG funds and how such funds w |l be all ocat ed.

(ii) The EZ/ EC SSBG funds nmay be used to achieve or maintain the
foll owm ng goals, through undertaking one of the bel ow specified
program
opti ons:

(A) The goal of econom c self-support to prevent, reduce or
el i m nat e dependenci es, through one of the follow ng program options:

(1) Funding community and econom c devel opnent services focused on
di sadvant aged adults and youths, including skills training,
transportation services and job, housing, business and fi nanci al
managenent counsel i ng;

(2) Supporting prograns that pronote honme ownership, education or
ot her routes to econom ¢ i ndependence for |lowincone famlies, youth
and ot her i ndividual s;

(3) Assisting in the provision of energency and transitional
shelter for disadvantaged famlies, youth and other individuals;

(B) The goal of self-sufficiency, including reduction or
prevention
of dependenci es, through one of the follow ng program options:

(1) Providing assistance to non-profit organizations and/ or
comunity and junior colleges that provide di sadvantaged individuals
W th opportunities for short-termtraining courses in entrepreneurial,
self enploynent and other skills that pronote individual self-
sufficiency, and the interest of the comunity;

(2) Funding prograns to provide training and enpl oynent for
di sadvant aged adults and youths in construction, rehabilitation or
I nprovenent of affordable housing, public infrastructure and conmunity
facilities; and,

(C The goal of prevention or anelioration of the neglect, abuse,
or exploitation of children and/or adults unable to protect
t hensel ves;
and where appropriate the goal of preservation or rehabilitation of
famlies, through one of the follow ng program options:

(1) Providing support for residential or non-residential drug and
al cohol prevention and treatnent prograns that offer conprehensive
services for pregnant wonen, nothers and their children;

(2) Establishing prograns that provide activities after school
hours, including keeping school buildings open during evenings and
weekends for nentor and study prograns.

(iii1) If the applicant intends to use the EZ/ EC SSBG funds for
program options not included in paragraph (b) of this section, the
strategic plan nust indicate how the proposed activities neet the
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goal s
set forth in paragraph (b) of this section, and the reasons any
approved program options were not pursued.

(iv) To the extent that the EZ/ EC SSBG funds are used for the
program options included in paragraph (b) of this section, the
applicant may use EZ/ EC SSBG funds for the followng activities, in
addition to those activities permtted by section 2005 of the Soci al
Security Act:

(A) To purchase or inprove land or facilities;

(B) To make cash paynents to individuals for subsistence or room
and boar d;

(C) To nmake wage paynents to individuals as a social service;

(D) To nmake cash paynents for nedical care; and

(E) To provide social services to institutionalized persons.

(v) The State nmust obligate the EZ/ EC SSBG funds to the applicant
I n accordance with the Strategic Plan within 2 years fromthe date of
desi gnati on of the Enpowernent Zone or Enterprise Comrunity.

(vi) The Strategic Plan nust indicate how the EZ/ EC SSBG f unds
wi | |
be i nvested and used for the 10-year period of designation. The EZ/ EC
SSBG funds may be used to pronote econom c i ndependence for | owincone
residents, such as capitalizing revolving or mcro-enterprise |oan
funds for the benefit of residents. The EZ/ EC SSBG funds nay al so be
used to create jobs and pronote econom c opportunity for |owincone
famlies and individuals through matching grants, |oans, or
I nvest nent s
I n community devel opnent financial institutions,

(13) Indicate how tax benefits for designated Zones and
Communities, State and | ocal resources, existing Federal resources
available to the locality and additional Federal resources believed
necessary to i nplenent the strategic plan will be utilized within the
Enpower nent Zone or Enterprise Conmunity;

(14) Indicate a | evel of commtnent necessary to ensure that these
resources wll be available to the area upon desi gnati on;

(15) ldentify the Federal resources applied for or for which
applications are planned;

(16) ldentify private resources and support, including assistance
from busi nesses, non-profit organi zati ons, and foundati ons, which are
avail able to be | everaged with public resources; and provide
assur ances
that these resources will be nmade available to the area upon
desi gnati on.

(17) ldentify changes requested in Federal rules and regul ations
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necessary to inplenment the plan, including specific paperwork or other
Federal programrequirenents that nust be altered to permt effective
I npl enmentation of the strategic plan;

(18) ldentify specific regulatory and other inpedinents to
I npl enenting the strategic plan for which waivers are requested, with
appropriate citations and an indicati on whether wai vers can be
acconplished adm nistratively or require statutory changes;

(19) Denonstrate how State and | ocal governnents will reinvent
t hensel ves to help i nplenent the plan, by identifying changes that
Wil |
be made in State and | ocal organizations, processes and procedures,
I ncl udi ng | aws and ordi nances;

(20) Explain how different agencies in State and | ocal governnents
w il work together in new responsive ways to inplenent the strategic
pl an;

(21) ldentify the specific tasks necessary to inplenent the plan;

(22) Describe the partnerships that will be established to carry
out the plan;

(23) Explain how the plan will be regularly revised to reflect new
I nformati on and opportunities; and
(24) ldentify baselines, benchmarks and goals that will be used in

eval uating performance in inplenmenting the plan.

(e) Prohibition agai nst business relocation. The strategic plan
may
not include any action to assist any establishnment in relocating from
an area outside the nom nated area to the nom nated area, except that
assi stance for the expansion of an existing business entity through
t he
establ i shnent of a new branch, affiliate, or subsidiary is permtted,
I f:

(1) The establishnment of a new branch affiliate or subsidiary wl|
not result in a decrease in enploynent in the area of original
| ocati on
or in any other area where the existing business entity conducts
busi ness operations, and

(2) There is no reason to believe that the new branch, affiliate,
or subsidiary is being established with the intention of closing down
the operations of the existing business entity in the area of its
original location or in any other area where the existing business
entity conducts busi ness operations.

(f) Inplenmentation of strategic plan. The strategic plan may be
I npl enented by the State governnent(s), |ocal governnents, regional
pl anni ng agenci es, non-profit organi zations, conmunity-based
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or gani zati ons, and/or by other nongovernnental entities. Activities

i ncluded in the plan may be funded from any resource, Federal, State,

| ocal, or private, which agrees to provide assistance to the nom nated
ar ea.

(g) Elenents of the strategic plan. A strategic plan may include,
but is not limted to, activities that address:

(1) Econom c problens, through neasures designed to create
enpl oynent opportunities; support business startup or expansion; or
devel opnent of community institutions;

(2) Human concerns, through the provision of social services, such
as rehabilitation and treatnent prograns or the provision of training,
education or other services within the affected area,;

(3) Community needs, such as the expansion of housing stock and
homeowner shi p opportunities, efforts to reduce honel essness, to
pronot e
fair housing and equal opportunity, to reduce and prevent crine and
| nprove security in the area; and

(4) Physical inprovenents, such as the provision or inprovenent of
public infrastructure, or the provision or inprovenent of
recreational,
transportation, or other public services within the affected area.

Sec. 25.201 Eval uati ng the strategic plan.

The strategic plan wll be evaluated for effectiveness as part of
t he designation process for nomnated rural areas described in
Sec. 25.301 of this part. On the basis of this evaluation, USDA may
request additional information pertaining to the plan and the proposed
area and may, as part of that request, suggest nodifications to the
pl an, proposed area, or termthat would enhance its effectiveness. The

effectiveness of the strategic plan will be determ ned in accordance
with the four key principles set forth in Sec. 25.200(c) of this part.
USDA wi || review each plan submtted in terns of the four equally

wei ghted key principles, and of such other elenents of these key
principles as are appropriate to address the opportunities and
probl ens
of each nom nated area, which may incl ude:

(a) Econom c opportunity. The extent to which businesses, jobs and
entrepreneurship will increase within the Zone or Conmunity;

(2) The extent to which residents will achieve a real economc
stake in the Zone or Conmmunity;

(3) The extent to which residents will be enployed in the process
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of inplementing the plan and in all phases of econom c and conmunity
devel opnent ;

(4) The extent to which residents will be |inked wth enpl oyers
and
j obs throughout the entire area and the way in which residents wll
recei ve training, assistance, and famly support to becone
econom cal |y
sel f-sufficient;

(5) The extent to which economc revitalization in the Zone or
Comunity interrelates with the broader regi onal economes; and

(6) The extent to which | ending and i nvestnment opportunities wll
I ncrease within the Zone or Conmmunity through the establishnent of
nmechani sns t o encourage conmunity investnent and to create new
econom c
gr ow h.

(b) Sustai nable community devel opnent. (1) Consolidated planning.
The extent to which the plan is part of a |arger strategic community
devel opnent plan for the nomnating localities and is consistent with
br oader regi onal devel opnent strategies;

(2) Public safety. The extent to which strategies such as
community
policing will be used to guarantee the basic safety and security of
persons and property within the Zone or Community;

(3) Anenities and design. The extent to which the plan considers
I ssues of design and anenities that wll foster a sustainable
comunity, such as open spaces, recreational areas, cultural
Institutions, transportation, energy, |land and water uses, waste
managenent, environnental protection and the vitality of life of the
communi ty;

(4) Sustai nabl e devel opnent. The extent to which econom c
devel opnment will be achieved in a manner consistent that protects
public health and the environnent;

(5) Supporting famlies. The extent to which the strengths of
famlies will be supported so that parents can succeed at work,
provi de
nurture in the hone, and contribute to the life of the community;

(6) Youth devel opnent. The extent to which the devel opnent of
children, youth, and young adults into econom cally productive and
socially responsible adults will be pronoted, and the extent to which
young people will be provided with the opportunity to take
responsibility for learning the skills, discipline, attitude, and
initiative to make work rewardi ng;

(7) Education goals. The extent to which schools, religious
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or gani zations, non-profit organi zations, for-profit enterprises, |ocal
governnments and famlies wll work cooperatively to provide al

I ndividuals with the fundanental skills and know edge they need to
becone active participants and contributors to their conmmunity, and to
succeed in an increasingly conpetitive gl obal econony;

(8) Affordable housing. The extent to which a housing conponent,
provi ding for adequate safe housing and ensuring that all residents
w || have equal access to that housing is contained in the strategic
pl an;

(9) Drug abuse. The extent to which the plan addresses | evels of
drug abuse and drug-related activity through the expansion of drug
treatnment services, drug | aw enforcenent initiatives, and comunity-
based drug abuse education prograns; and

(10) Equal opportunity. The extent to which the plan offers an
opportunity for diverse residents to participate in the rewards and
responsibilities of work and service. The extent to which the plan
ensures that no business within a nom nated Zone or Community wl |
directly or through contractual or other arrangenents subject a person
to discrimnation on the basis of race, color, national orgin, gender,
handi cap or age in its enploynent practices, including recruitnent,
recrui tnment advertising, enploynent, |ayoff, term nation, upgrading,
denotion, transfer, rates of pay or the forns of conpensation, or use
of facilities. Applicants nust conply with the provisions of title VI
of the Gvil R ghts Act of 1964, section 504 of the Rehabilitation Act
of 1973, and the Age Discrimnation Act of 1975, as inplenented by
USDA.

(c) Community-based partnerships--(1) Community partners. The
extent to which residents of the nom nated area have participated in
t he devel opnment of the strategic plan and their commtnent to
i nplenmenting it. The extent to which community-based organizations in
the nom nated area have participated in the devel opnent of the plan,
and their record of success neasured by their achi evenents and support
for undertakings within the nom nated area;

(2) Private and non-profit organizations as partners. The extent
to
whi ch partnership arrangenents include commtnents from private and
non-profit organi zations, including corporations, utilities, banks and
ot her financial institutions, and educational institutions supporting
I npl enmentation of the strategic plan;

(3) State and | ocal governnent partners. The extent to which
State(s) and | ocal governnents are commtted to providing support to
the strategic plan, including their conmtnent to " "reinventing'
their
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roles and coordi nating prograns to i nplenent the strategic plan; and

(4) Permanent inplenentation and evaluation structure. The extent
to which a responsible and accountabl e i npl enentati on structure or
process has been created to ensure that the plan is successfully
carried out and that inprovenents are nmade throughout the period of
t he
Zone or Community's designation.

(d) Strategic vision for change--(1) Goals and coordi nat ed
strategy. The extent to which The extent to which the strategic plan
reflects a projection for the community's revitalization which |inks
econom ¢, human, physical, comunity devel opnent and other activities
in a nmutually reinforcing, synergistic way to achieve ultimte goals;

(2) Creativity and innovation. The extent to which the activities
proposed in the plan are creative, innovative and prom sing and w ||
pronote the civic spirit necessary to revitalize the nom nated area,;

(3) Building on assets. The extent to which the vision for
revitalization realistically addresses the needs of the nom nated area
in a way that takes advantage of its assets; and

(4) Benchmarks and | earning. The extent to which the plan includes
performance benchmarks for nmeasuring progress in its inplenentation,

I ncl udi ng an ongoi ng process for adjustnents, corrections and buil di ng
on what worKks.

Sec. 25.202 Subm ssion of nom nations for designation.

(a) General. A separate nom nation for designation as an
Enpower nent Zone and/or Enterprise Community nust be submtted for
each
rural area for which such designation is requested. The nom nation
shall be submtted in a formto be prescribed by USDA in the Notice
I nviting Applications published in the Federal Register, and nust
contain conplete and accurate information.

(b) Certifications. Certifications nust be submtted by the
State(s) and | ocal governnment(s) requesting designation stating that:

(1) The nom nated area satisfies the boundary tests of
Sec. 25.100(d) of this part;

(2) The nom nated area is one of pervasive poverty, unenpl oynent,
and general distress, as prescribed by Sec. 25.102 of this part;

(3) The nom nated area satisfies the poverty rate criteria set
forth in Sec. 25.103 of this part;

(4) The nom nated rural area contains no portion of an area that
IS
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ei ther already designated as an Enpower ment Zone and/or Enterprise
Community or is otherwise included in any other area nom nated for
desi gnati on as an Enpower nent Zone and/or Enterprise Community;

(5) Each nom nating governnental entity has the authority to:

(i) Nomnate the rural area for designation as an Enpowernent Zone
and/ or Enterprise Conmunity;

(ii) Make the State and |l ocal commtnents required by
Sec. 25.200(d) of this part; and

(ii1) Provide witten assurances satisfactory to the Secretary
t hat
these commtnents will be net;

(6) Provide assurances the anmounts provided to the State for the
area under section 2007 of title XX of the Social Security Act w ||
not
be used to suppl ant Federal or non-Federal funds for services and
activities which pronote the purposes of section 2007;

(7) Provide that the nom nating governnents or corporations agree
to make available all information requested by USDA to aid in the
eval uation of progress in inplenenting the strategic plan and
reporting
on the use of Enpowernent Zone/Enterprise Community Social Service
Bl ock Grant funds; and

(8) Provide assurances that the nomnating State(s) agrees to
di stribute the Enpowernent Zone/ Enterprise Conmunity Social Service
Bl ock Grant funds in accordance with the strategic plan submtted for
t he designated Zone or Conmunity.

(c) Maps and area description. Maps and general description of the
nom nated area shall acconpany the nom nation request.

Subpart D--Designation Process

Sec. 25.300 USDA action and review of nom nations for designation.

(a) Establishnment of subm ssion procedures. USDA will establish a
time period and procedure for the subm ssion of application as
Enmpower nent Zones or Enterprise Comrunities, including subm ssion
deadl i nes and addresses, in a Notice Inviting Applications, to be
published in the Federal Register.

(b) Acceptance for processing. USDA wi |l accept for processing
t hose applications as Enpower nent Zones or Enterprise Communities
whi ch
USDA determ nes have net the criteria required under this part. USDA
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will notify the State(s) and | ocal governnent(s) whether or not the
nom nati on has been accepted for processing. The criteria for
acceptance for processing are as foll ows:

(1) The application as an Enpowernent Zone or Enterprise Conmunity
must be received by USDA on or before the close of business on the
dat e
established by the Notice Inviting Applications published in the
Federal Register. The applications nust be conplete and nust be
acconpani ed by a strategic plan, as required by Sec. 25.200(c) and the
certifications required by Sec. 25.202(b).

(2) The application as an Enpower nent Zone or Enterprise Comrunity
must be conpl ete and nust be acconpani ed by a strategic plan, as
requi red by Sec. 25.200(c) of this part, and the certifications
requi red by Sec. 25.202(b) of this part.

(c) Evaluation of applications. In the process of review ng each
application accepted for processing, USDA may undertake a site visit
(s)
to any nom nated area to aid in the process of eval uation.

(d) Modification of the strategic plan, boundaries of nom nated
rural areas, and/or period during which designation is in effect.
Subject to the [imtations inposed by Sec. 25.100 of this part, USDA
may request additional information pertaining to the plan and proposed
area and may, as a part of that request, suggest nodifications to the
pl an that woul d enhance its effectiveness.

(e) Publication of designations. Final determ nation of the
boundaries of areas and the termfor which the designations wll
remain

in effect wll be nade by the Secretary. Announcenents of those
nom nat ed areas desi gnated as Enmpowernent Zones or Enterprise
Comunities wll be nmade by publication of a Notice in the Federal
Regi st er.

Sec. 25.301 Selection factors for designation of nom nated rural
ar eas.

I n choosi ng anong nom nated rural ares eligible for designation,
the Secretary shall consider:

(a) The effectiveness of the strategic plan, in accordance with
t he
key principles set out in Sec. 25.201.

(b) The effectiveness of the assurances nade pursuant to
Sec. 25.200(a)(2) that the strategic plan will be inpl enented.
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(c) The extent to which an application proposes activities that
are
creative and innovative.

(d) Such other factors as established by the Secretary, which
I ncl ude the degree of need denonstrated by the nom nated area for
assi stance under this part and the diversity wthin and anong the
nom nated areas. |If other factors are established by USDA, a Federal
Regi ster Notice will be published identifying such factors, along wth
an extension of the application due date if necessary.

Sec. 25.302 Nunber of Rural Enpowernent Zones and Enterprise
Communi ti es.

The Secretary may designate up to 3 rural Enpowernent Zones and up
to thirty rural Enterprise Communities.

Subpart E--Post-Designation Requirenents

Sec. 25.400 Reporting.

USDA will require periodic reports for the Enpowernent Zones and
Enterprise Communities designated pursuant to this part. These reports
will identify the community, |ocal governnent and State actions which

have been taken in accordance with the strategic plan. In addition to
these reports, such other information relating to designated

Enmpower nent Zones and Enterprise Communities as USDA shall request
from

time to tine shall be submitted pronptly. On the basis of this

I nformation and of on-site reviews, USDA will prepare and issue
periodic reports on the effectiveness of the Enpowernent Zones/
Ent er pri se Communities Program

Sec. 25.401 Periodic performance reviews.

USDA wi || regularly evaluate the progress in inplenenting the
strategic plan in each designated Enpowernent Zone and Enterprise
Comunity on the basis of performance reviews to be conducted on site
and using other information submtted. USDA may al so conm ssi on
eval uati ons of the Enpowernent Zone program as a whole by an inportant
third party. Wiere not prevented by State |aw, nom nating State
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governnments nust provide the tinely rel ease of data requested by USDA
for the purposes of nonitoring and assisting the success of

Enpower nent

Zones and Enterprise Communities.

Sec. 25.402 Validation of designation.

(a) Reeval uation of designations. On the basis of the performance
revi ew described in Sec. 25.401 of this part, and subject to the
provisions relating to the revocation of designation appearing at
Sec. 25.403 of this part, USDA will nake findings as to the continuing
eligibility for the validity of the designation of any Enpowernent
Zone
or Enterprise Community. Determ nations of whether any designated
Enpower nent Zone or Enterprise Community renmains in good standing
shal |
be pronptly communicated to all Federal agencies providing assistance
or adm ni stering prograns under which assistance can be nade avail abl e
I n such Zone or Community.

(b) Modification of designation. Based on a rural Zone or
Comunity's success in carrying out its strategic plan, and subject to
the provisions relating to revocation of designation appearing at
Sec. 25.403 of this part and the requirenents as to the nunber,
maxi mum
popul ati on and ot her characteristics of rural Enpowernent Zones set
forth in Sec. 25.100 of this part, the Secretary may nodify
desi gnations by reclassifying rural Enpowernent Zones as Enterprise
Communi ties or Enterprise Communities as Enpower nent Zones.

Sec. 25.403 Revocation of designation.

(a) Basis for revocation. The Secretary nmay revoke the designation
of a rural area as an Enpowernent Zone or Enterprise Community if the
Secretary determ nes on the basis of the periodic nonitoring described
In Sec. 25.401 of this part, that the applicant of the State(s) or
| ocal governnent(s) in which the rural area is |ocated:

(1) Has nodified the boundaries of the area;

(2) Has failed to nake satisfactory progress in achieving the
benchmarks set forth in the strategic plan; or

(3) Has not conplied substantially with the strategic plan.

(b) Warning letter. Before revoking the designation of a rural
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ar ea

as an Enpower nent Zone or Enterprise Comunity, the Secretary wl |l
Issue a letter of warning to the applicant and the nom nating State(s)
and | ocal governnent(s):

(1) Advising that the Secretary has determ ned that the applicant
and/or the nom nating | ocal governnent(s) and/or State(s) has:

(i) nodified the boundaries of the area; or

(ii) is not conplying substantially with, or has failed to nake
satisfactory progress in achieving the benchmarks set forth in the
strategic plan prepared pursuant to Sec. 25.200(d) of this part; and

(2) Requesting a reply fromall involved parties within 90 days of
the receipt of this letter of warning.

(c) Notice of revocation. After allow ng 90 days fromthe date of
recei pt of the letter of warning for response, and after making a
determ nati on pursuant to paragraph (a) of this section, the Secretary
may i ssue a final notice of revocation of the designation of the rural
area as an Enpowernent Zone or Enterprise Comrunity.

(d) Notice to affected Federal agencies. USDA wll notify al
af fected Federal agencies providing assistance in a rural Enpowernent
Zone or Enterprise Comunity of its determnation to revoke any
designation pursuant to this section or to nodify a designation
pursuant to Sec. 25.402 of this part.

Subpart F--Special Rules

Sec. 25.500 Indian reservations.

No rural Enpowernent Zone or Enterprise Comunity may include any
area within an Indian reservation.
Sec. 25.501 Covernnents.

| f nore than one State or |ocal governnent seeks to nom nate an
area under this part, any reference to or requirenent of this part
shall apply to all such governnents.

Sec. 25.502 Nom nations by econom c devel opnent cor porations.

Any rural area nom nated by an econonm c devel opnent corporation
chartered by a State and qualified to do business in the state in
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whi ch
it is located, shall be treated as nom nated by a State and | ocal
gover nnent s.

Sec. 25.503 Use of census data.

Popul ati on and poverty rate data shall be determ ned by the 1990
Census Dat a.

Sec. 25.504 Rural areas.

(a) What constitutes "“rural''. Arural area may consist of any
area that lies outside the boundaries of a Metropolitan Area, as
designated by the Ofice of Managenent and Budget, or, as an area that
Is primarily rural and has at | east 50 percent of the popul ation of
t he
nom nated area residing outside of a Metropolitan Area. For the
pur pose
of this section, the 1993 Census Bureau definition of Metropolitan
Ar ea
I's applied.

(b) Exceptions to the definition. On a case by case basis, the
Secretary will grant requests for waiver fromthe above definition of
““rural'' upon a showi ng of good cause. Applicants seeking to apply
for
a rural designation who do not satisfy the above subsection, nust
submt a request for waiver in witing to the Rural Devel opnent
Adm ni stration, Enpowernent Zone O fice, Departnent of Agriculture, AG
Box 3202, 14th Street and | ndependence Avenue SW, Washi ngton, DC
20250- 3200. Requests nust i ncl ude:

(1) The nanme, address and dayti me phone nunber of the contact
person for the applicant seeking the waiver; and

(2) Sufficient information regarding the area that woul d support
the infrequent exception fromthe definition.

(c) The wai ver process. The Secretary, in consultation with the
Departnent of Commerce, wll have discretion to permt rural
applications for communities that do not neet the above rural criteria.

Dat ed: January 12, 1994.
Bob J. Nash,
Under Secretary, Small Community and Rural Devel opnent.
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